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Even the Devil speaks the truth at times. 

In 1959, Nikita Khrushchev made his barnstorming tour of the United 
States, tossing off observations on subjects ranging from corn to coexistence. 
But his most cogent such observation dealt with transportation in this 
country. 

Noting the huge volume of traffic on the highways, the Russian leader 
concluded that the automobile is a wasteful means of travel. 

“We will use automobiles more rationally than Americans do,” he said 
when he returned home. 

“We are going to establish taxi pools where people can use cars when 
they need them. Why should a man worry about parking space? Why 
should he take the trouble to bother with it?” 

No one in this country has yet recommended taxi pools as the answer to 
America’s transportation problems. Nor is anyone likely to. Mr. Khrushchev’s 
solution to the problem may not have been correct, but it was based on a 
correct observation, that the automobile is not always the most efficient way 
to get somebody from here to there. 

The American experts who study such things have long said that rail- 
roads are the cheapest and swiftest way to move large masses of people in 
and out of cities. They have urged that some way be found to resolve the 
conflict of rails versus rubber. 

It has been estimated that on one track a railroad can carry 40,000 
people in our hour past a given point. To carry the same number over a 
highway, it would take five lanes of buses or 21 lines of automobiles, all of 
them loaded to capacity and running bumper to bumper. 

Stated another way, it takes 20 buses carrying 50 people each or 600 
automobiles with average loans to match a commuter train carrying 1,000 
people. In addition, the highways call for parking areas, service facilities 
and policing. 

But despite any such apparent efficiency in moving masses of people, 
the railroads have been losing money doing it. Last year, the passenger 
operating loss of Class I railroads—those with annual gross revenues of 
more than $3 million—ran to nearly $485.2 million. 

This 1960 loss was down from the $544 million passenger deficit of 1959, 
largely because passenger travel was down, from 225.0 million passenger 
miles in 1959 to 209.4 million passenger miles in 1960. Passenger operating 
expenses actually were up on the year, from nearly $1.2 billion in 1959 to 
nearly $1.5 billion last year. 


The passenger loss is expected to be 
down some more this year for the 
same reason. The Association of 
American Railroads estimates it will 
run to about $450 million. 

From passenger profits during 
World War II, the nation’s railroads 
started running up deficits in the post- 
war period which reached a record 
$725 million in 1957. The cause lies 
in the decline in rail travel, both on 
intercity and suburban lines. 

Measured in passenger-miles, inter- 
city travel on railroads last year was 
only 32 per cent of the 1946 level. Bus 
travel was down, too, to 78 per cent 
of the 1946 level. But automobile and 
air travel were up, autos to 268 per 
cent and airlines to 577 per cent of 
the 1946 level. 


In suburban operations, the rail- 
roads have lost passengers to both 
the bus and the automobile since the 
war. And the main reason for today’s 
huge commuter losses has te do with 
the peak load nature of such opera- 
tions. 


Most of the hauling of commuters 
in the New York metropolitan area, 
for example, is done during a period 
of little more than 20 hours a week, 
but equipment and manpower used in 
handling these travelers must be 
maintained on a full-time basis. 

Off-peak travel accordingly could be 
a profitable business. It could be 
handled with equipment and crews 
available for the peak hours and off- 
peak fares traditionally have been 
higher than commuter fares. 


But off-peak business has declined 
proportionately more than commuter 
business. The housewife no longer 
takes that mid-day trip into the city 
to do her shopping. She goes to the 
nearest shopping center—by car. 


Also, the five-day week has become 
more widespread, concentrating the 
peak commuter travel into fewer 
hours each week. 

Passenger equipment has grown old 
and rickety, but the railroads have 
been unable to replace it. As a re- 


sult, more commuters have drifted 
away and maintenance costs have 
risen, 

Then there is the problem of taxes. 
The Class I railroads last year paid 
$204.3 million in Federal income taxes 
and nearly $400.4 million in State 
taxes. Those payments exceed the 
$485 million passenger operating loss. 

The railroads claim repeatedly that 
tax money—theirs and that of their 
users—goes to subsidize their com- 
petitors, the truckers and airlines and 
bus operators, none of whom has such 
a heavy investment in plant and equip- 
ment. The cars and buses roll over 
highways, bridges and tunnels, and 
the airliners land on airports, all of 
them facilities publicly built. 

The problem is most acute for the 
Eastern railroads. One of them, the 
New Haven, went into bankruptcy this 
year under the double impact of heavy 
passenger deficits and the loss of 
freight business to truckers. In New 
England, the area served by the New 
Haven, shipping distances are shorter 
and many onetime New Haven freight 
customers found it easier to ship by 
truck. 

The nation can ill afford many more 
such bankruptcies. The reason it can- 
not becomes apparent when looked at 
from the standpoint of national de- 
fense. During World War II, the rail- 
roads doubled their freight volume 
and quadrupled their passenger vol- 
ume over the prewar years. They 
carried 90 per cent of the military 
freight traffic and 97 per cent of the 
organized troop movements in the U.S. 

The Association of American Rail- 
roads points out, however, that a key 
factor in this remarkable record was 
the large surplus of rail rolling stock 
unused during the Depression. Today, 
this cushion of extra equipment is no 
longer available. 

But quite apart from national de- 
fense considerations is the transit 
crisis, the problem of moving masses 
in and out of our cities. And this 
problem is most acute in the metro- 
politan area of the biggest city of all 
—New York. 


A Tenth of the National 


Some 16 million people live in the 
New York metropolitan region, an 
area of about 7,000 square miles 
sprawling over three States. These 
citizens represent just under 10 per 
cent of the population of the entire 
nation and the 6.4 million jobs they 
hold comprise nearly 10 per cent of 
the nation’s jobs. 

About 2.5 million jobs, or 39 per 
cent, are located in the area in New 
York City south of Central Park. 
This area comprises only nine square 
miles, only one-tenth of 1 per cent of 
the region’s total. 

During each day, more than 3 mil- 
lion people enter and leave this cen- 
tral business district. They are the 
job-holders and the people on trips 
of business or pleasure. Half of them 
come and go during peak rush hours. 
The people living in the central busi- 
ness district itself number about 600,- 
000. 

About 400,000 people who work in 
this central business district live out- 
side New York City. Half of them 
come to work on eight commuter rail- 
roads, including the Hudson & Man- 
hattan Railroad, the so-called Hudson 
Tubes. These are a bi-State subway 
running between downtown New York 
on the one hand and Newark, Jersey 
City and Hoboken on the other. 


The other 200,000 commuters come 
into the central business district by 
bus, car, taxi or subway. 

Commuting in and out of downtown 
New York is an easy task for only a 
few of the travelers. Visitors from 
other metropolitan areas are shocked 
to learn that a trip from home to office 
of one hour and a half is common. 
The expense of commuting can add 
more than $50 to the cost of living 
each month. And the trip often in- 
volves several changes. Some com- 
muters do it with a combination of 
car, train, ferryboat, subway and foot. 

But there’s an old saying that you 
can even get used to hanging if you 
hang long enough. 

The 400,000 breadwinners who are 


used to commuting to New York will 
see some mighty changes in the next 
few decades, however. Most, but not 
all, of the change will come about be- 
cause of population increase. 

It has been estimated that the popu- 
lation of the New York metropolitan 
region will grow to 24 million in the 
next 30 years, all of it outside New 
York City. 


“This is as though more people 
than now live in the entire Chicago 
metropolitan area were to move to the 
New York region in that short time 
span,” says the Regional Plan As- 
sociation, a private study group. 

The number of jobs in the area in 
that time is expected to increase to 
9.5 million and the area of urbanized 
land is expected to double, from 2,000 
to 4,000 square miles. 

In a study published earlier this 
year, the Regional Plan Associa- 
tion ticked off some other changes 
likely to take place in the region dur- 
ing the coming 30 years: 

e The work-week may be reduced 
by 20 per cent, giving residents more 
time to travel. 

e Per capita real income is expected 
to rise by 80 per cent, giving residents 
more money to travel. 

e The number of autos owned by 
residents will jump from 4 to 8% 
million, meaning more travel by car. 

“All of these factors,” the Regional 
Plan Association said, “call for a 
growth in transportation facilities of 
all kinds far greater than population 
increase, by itself, suggests and far 
greater than is generally recognized.” 

The total number of people enter- 
ing and leaving New York City’s cen- 
tral business district each day is not 
likely to increase but suburban com- 
muting is likely to grow. 

Manufacturing is tending to move 
to the suburbs, in New York as else- 
where in the country. But this move 
is counteracted by an increase in the 
demand for services—financial, com- 
mercial, professional and other types 
—which can be performed best in the 
central business district. This trend 
is manifested in the huge boom in 


office construction in New York City 
since World War II. 

The white collar workers who will 
fill these offices are the kind who pre- 
fer to live in the suburbs. Their big 
postwar migration to the suburbs may 
be slowing down with the increase in 
middle-income housing developments 
but the Regional Plan Association 
says it is not likely to be reversed. 

The New York metropolitan region 
thus is faced with 400,000 commuters 
pouring in and out of its central busi- 
ness district each day, 200,000 by 
commuter railroads and 200,000 by 
subway or highways, and the prospect 
that their numbers will swell im- 
mensely in the next few decades. 

Can the highways carry the load? 

The Traffic Jam 
Most decidedly not, according to the 


agencies and groups which have stud- 
ied°the problem, All highway routes 
to downtown New York are jammed to 
capacity during the peak rush hour 
between 8:00 and 9:00 a. m. today. 

In that hour, automobiles and taxi- 
eabs comprise 84 per cent of all the 
vehicies entering the central business 
district. Yet they carry only 8 per 
cent of the peak hour commuters. 

Building another tunnel under the 
Hudson River or East River would 
cost more than $100 million and would 
accommodate less than 1 per cent of 
the peak hour traffic. The third tube 
of the Lincoln Tunnel was completed 
in 1957 at a cost of $95 million, 

The Metropolitan Rapid Transit 
Commission estimated in 1957 that if 
the 75,000 New Jersey rail commuters 
were forced into using automobiles, 
it would require 20 new expressway 
lanes in New Jersey, 10 more vehicular 
tubes under the Hudson, and 250 acres 
of parking space in Manhattan. 

“If the people who work in the Em- 
pire State Building drove to their 
jobs, it would take another Empire 
State Building to park their cars.” 
says the Regional Plan Association. 


When blizzards hit the region in 
the Winter, the railroads are delighted 
to point out how many erstwhile 


riders forsake the automobile and re- 
turn to them. The aisles of the com- 
muter coaches are so jammed with 
these “foul weather friends” that 
train crews are unable to collect 
tickets. The Long Island Railroad, 
for example, normally carries 140,000 
commuters a day. During the heavy 
snowfalls of last Winter, it carried 
200,000. 

Incidentally, the decline in rail 
travel on the Long Island and on the 
two railroads serving New York City 
through Grand Central Terminal—the 
New York Central and the New Haven 
—has not been as great as it has been 
on the lines bringing New Jersey 
passengers into the city. 

The latest available survey of rail 
travel into the city is based on 1959. 
Here is what it showed, compared to 
the volume in 1930 for the period 
from 7:00 a. m. to 10:00 a. m. each 
weekday and for an average 24-hour 
weekday: 


Origin 7:00 to 10:00 a. m. 
1930 1959 
New Jersey ....... 183,128 65,156 
New York State and 
Connecticut ..... 98,976 838,306 
Long. Island’ 5.5767 138,914 112,460 
Origin —Average Day— 
1930 1959 
New Jersey ....... 266,394 100,797 
New York State and 
Connecticut ..... 98,976 88,306 
Long island: 25.2408 186,642 139,794 


In 1960, the daily volume from New 
Jersey declined even further, to 97,- 
376. 

The problem of solving the transit 
crisis in the New York metropolitan 
region is twofold. One side is the 
matter of financing. Who’s going to 
pay for doing the job? The other 
side is the question of authority. Who 
has the power to do it? 

Three States are involved in the 
problem—Connecticut, New York and 
New Jersey. Also involved are 22 
different counties, five of them com- 


prising New York, and 550 separate 
municipalities. 

But it is in New Jersey that the 
problem is most acute. It is there 
that commuters have switched in 
biggest numbers to the highways. It 
is there that the railroads have piled 
up the biggest passenger deficits. And 
it is there that officials are obliged to 
cope with the biggest obstacle of all 
to easy mass transit into New York 
City—the Hudson River. 


A Doer Takes Charge 


In New Jersey, 1959 was the year 
of crisis. The number of rail pas- 
sengers had declined by 40 per cent 
and the number of trains by 24 per 
cent in the preceding decade. The 
railroads’ working capital had dwin- 
dled to the point where they had less 
cash on the average than was needed 
to meet one month’s payrolls. 

The Public Utility Commission in 
the State was bombarded with appli- 
eations for further service cuts and 
fare increases. One such application, 
by the New York Central Railroad to 
drop its ferry service from Weehaw- 
ken to downtown Manhattan, was 
fought right to the top. The U.S. Su- 
preme Court finally granted the per- 
mission, and another fleet of trans- 
Hudson ferries was disbanded. 

The Weehawken ferry carried com- 
muters, some 3,000 a day, into New 
York’s financial district from the 
southern terminus of the New York 
Central’s West Shore Line which 
served Putnam County in New York 
and Bergen County in New Jersey. 
How to move these stranded com- 
muters into New York became an im- 
mediate problem and Gov. Robert B. 
Meyner assigned it to one of his cabi- 
net members, Dwight R. G. Palmer, 
New Jersey Highway Commissioner. 

Mr. Palmer and his aides got to- 
gether with the bus lines of the State, 
studied station-by-station the origins 
of the 3,000 West Shore commuters, 
and provided enough buses to get the 
travelers into New York City. 

He says a progressive and realistic 
transportation philosophy was crys- 
tallized out of this effort. It was to 


the effect that the State Highway De- 
partment’s responsibility is to pro- 
vide for the movement of people as 
well as the movement of vehicles. 

“With the adoption of this philoso- 
phy,” Mr. Palmer has said, “it was 
recognized that the suburban rail- 
roads were an essential ally of the 
State Highway System, for if the 
daily service to rail passengers were 
suddenly to cease, traffic conditions in 
the metropolitan areas, already intol- 
erable in commuter hours, would be- 
come chaotic.” 

Subsequently, the New Jersey Legis- 
lature created the Division of Railroad 
Transportation within Mr, Palmer’s 
department and Mr. Palmer was 
dubbed by the editorialists and head- 
line writers as the Transportation 
Czar of the State. 

His powers are indeed great. For 
example, it is he who decides what 
rail passenger service is “essential in 
the public interest” under the State 
program of financial aid by contract 
to New Jersey railroads. But he has 
used such powers no more than is 
necessary under the critical circum- 
stances. 

In any event, placing the respon- 
sibility for rail transit in the hands 
of the Highway Department was a 
unique move among the States and 
Mr. Palmer has brought to the task 
the outlook of a doer, not a planner. 

Now 75 years old, Mr. Palmer was 
a businessman and a card-carrying 
Democrat before he became Highway 
Commissioner. He had been board 
chairman of General Cable Corp. and 
national treasurer of the Democratic 
Party. 

“Before we chase pink butterflies,” 
he said recently, “it is our job to pro- 
duce practical, down-to-earth plans 
that have a reasonable chance of get- 
ting into operation. 

“There has already been too much 
planning, too many reports by self- 
styled experts. Only plans that bear 
fruit, that materialize, are of any 
value to the public.” 

Mr. Palmer’s first big plan floun- 
dered. It was a proposed means of 
solving the problem of finding the 


money to rehabilitate the State’s 
transit system, Under it, the surplus 
funds of the lucrative New Jersey 
Turnpike would have been used to fi- 
nance transportation improvement, 
rail and other forms alike. 

The Legislature overwhelmingly 
passed a bill pledging the State’s 
credit to the Turnpike bondholders in 
exchange for the surrender of their 
claim to the Turnpike surplus earn- 
ings. The measure went before the 
voters of the State as a referendum 
in November, 1959 and was turned 
down, 877,196 votes to 646,664. 


If the voters had approved, the next 
step would have been seeking the con- 
sent of bondholders. The surpluses 
then would have been placed in a trust 
fund dedicated only to transportation 
uses and available only for transit 
projects approved by the Legislature. 

Mr. Palmer’s Division of Rail 
Transportation pointed out at the time 
that unless the Turnpike surplus was 
used for transportation purposes, the 
big toll road would become a free 
road around 1974 when its debt was 
then expected to be paid off. Opera- 
tion and maintenance costs then would 
be a drain on New Jersey taxpayers 
for a highway more than 50 per cent 
used by out-of-State traffic. 

Defeat of the Turnpike surplus plan 
was ascribed to adverse newspaper 
publicity in some areas, the feared 
loss of railroad tax revenues in Hud- 
son County which rolled up a 103,000 
plurality against it, and the large 
numbers of Philadelphia commuters in 
South Jersey counties, though these 
stood to benefit, too, according to the 
Highway Department’s plans. 


A Stop-Gap Measure 


But the electorate had spoken. While 
another long-range method of financ- 
ing transit improvements was sought, 
Mr. Palmer suggested digging into 
highway funds to the tune of about 
$6 million a year to provide stop-gap 
aid to the passenger railroads of the 
State. 

This has been done by contract with 
the railroads which choose to sign 
them. The amount of aid to each rail- 


road is based on car-mile service 
rendered, adjusted to compensate for 
the varied car seating capacities of the 
railroads, 

Last year, five railroads entered 
into such contracts and were allotted 
$4,588,000 for the 1960-61 fiscal year. 
This was at the rate of 27.2 cents per 
car-mile. For the 1961-62 fiscal year, 
the same five have been allotted $6,- 
555,000 at a car-mile rate of 33 cents. 

The Erie-Lackawanna Railroad was 
paid $1,993,000 for the 1960-61 year, 
more than any other line because it 
earries more passengers. Its traffic 
was estimated at nearly 8.8 million 
car-miles per year. 

In 1959, the Erie and the Delaware, 
Lackawanna & Western Railroads, 
then not yet merged, had a combined 
loss of some $18.5 million on their 
New Jersey commuter service. They 
trimmed this loss to $4.0 million in 
1960. And the merged railroad’s con- 
tract program payments during the 
current fiscal year will total $2,795,- 
000, about 70 per cent of the 1960 
deficit. The payments are based on 
8.5 million car-miles. 

The Pennsylvania Railroad, with an- 
nual car-miles of nearly 6.7 million, 
was paid $1.4 million in the 1960-61 
fiscal year. Its commuter deficit in 
New Jersey in 1959 had been nearly 
$7.1 million. 

In the cunrent fiscal year, the 
Pennsy is receiving $2,096,000 based 
on nearly 6.4 million car-miles. Its 
1960 deficit on New Jersey commuter 
operations was $7.5 million. The State 
aid this fiscal year thus covers about 
28 per cent of the 1960 deficit. 

The other big commuter road in the 
State—the Jersey Central Railroad 
—was paid $1,105,000 based on nearly 
4.9 million car-miles annually in the 
1960-61 program. Its 1959 commuter 
deficit in New Jersey had been more 
than $7.4 million. 

For the 1961-62 fiscal year, the Jer- 
sey Central will receive $1,552,000 
based on 4.7 million car-miles. Its 
1960 commuter deficit was $5.18 mil- 
lion, and the current aid meets about 
one-third of it. 

Others receiving the aid have been 


the New Jersey & New York Rail- 
road, a subsidiary of the Erie-Lacka- 
wanna, which got $76,009 in 1960-61 
and will get $94,000 this fiscal year, 
and the Reading Railroad, which got 
$12,000 in 1960-61 and will get $55,- 
000 this fiscal year. 

The contracts with these five have 
assured continuation of 95 per cent 
of the car-miles of passenger service 
operating in New Jersey. The con- 
tracts require that all service as set 
forth in the contracts be continued at 
the basic and commutation rates as 
specified in the contract. 


But the contract program admit- 
tedly is only a temporary measure. It 
will last only until the State’s pas- 
senger railroads can be put back into 
shape economically. 


If that time is delayed much longer, 
the railroads themselves may give up 
hope, refuse to sign any further con- 
tracts and seek once again to cut back 
massively on their passenger opera- 
tions. The Jersey Central has threat- 
ened already to do just that. 


In its “Commuters Almanac,” a 
monthly newsletter to its riders, the 
Jersey Central has said that next year 
it will not sign a contract with the 
State under the same terms as this 
year. The line said it has financed 
commuter service “to the brink of self- 
destruction.” 

“If the users of the service, the 
communities served and the State and 
Federal Government cannot or will 
not pay what it costs to furnish this 
public service,’ the Jersey Central 
declared, “we will be compelled to take 
the initiative to stop these losses.” 


Palmer’s Plan 

Dwight Palmer takes a dim view of 
proposals which would involve any 
huge capital projects, such as new 
tunnels or bridges across the Hudson, 
He feels the transit crisis can be 
licked pretty much with what’s avail- 
able, though with a few reroutings 
here, some new facilities there, and 
with new equipment. 

The Palmer plan is threefold. In 
broad outline, it envisions the fol- 
lowing: 


e The Jersey Central Railroad pas- 
senger service into Jersey City would 
be dropped. So would the Central’s 
ferryboats across the river to Liberty 
Street, New York, which produce 
deficits of about $400,000 a year. In- 
stead, Jersey Central trains would be 
rerouted through Penn Station, New- 
ark, and on to Exchange Place, Jersey 
City, where New York-bound riders 
could transfer to the Hudson Tubes. 
The Central then could sell about 129 
acres in Jersey City on which it pays 
about $526,000 taxes a year. 

e The Pennsylvania Railroad would 
take over the operation of all passen- 
ger service from the North Jersey 
Coast. Presently, the Pennsy and the 
Jersey Central both operate over the 
tracks of the jointly-owned New York 
& Long Branch Railroad from Bay 
Head, and both lose money on the 
service. The Pennsylvania is the only 
railroad, besides the Hudson Tubes, 
which can take its passengers all the 
way into Manhattan, to Pennsylvania 
Station in midtown. The former Jer- 
sey Central passengers from the 
North Jersey Coast with downtown 
Manhattan destinations could trans- 
fer at Penn Station, Newark, to the 
Hudson Tubes. 

e A bi-State agency would take 
over operation of the bankrupt Hud- 
son Tubes, rehabilitate them and oper- 
ate them. 

This last proposal is the keystone 
to the entire Palmer plan and is the 
one currently causing the most 
trouble. 

New Jersey recommends the Port 
of New York Authority as the outfit 
to run the Tubes., It is an already 
existing bi-State agency, has vast re- 
sources, is concerned with transit but 
up to now has been concerned more 
with highway than rail travel. 

It is the Port Authority which oper- 
ates the three Hudson River vehicular 
crossings — the George Washington 
Bridge, the Lincoln Tunnel and the 
Holland Tunnel. It has been reluctant 
to get into the rail transit field be- 
cause of the certain deficits in such 
operations but was finally induced to 
come up with a proposal to purchase 
and rehabilitate the Hudson Tubes. 


Early this year, the Port Authority 
offered to buy the Hudson & Manhat- 
tan Railroad for $20.5 million, lay 
out another $63 million to rehabilitate 
and modernize it, and operate it at a 
deficit which the Port Authority esti- 
mated at about $5 million annually. 

The H&M property includes twin 
office buildings over Hudson Terminal 
in downtown Manhattan, and the Port 
Authority $20.5 million bid included 
purchase of these structures. 

The H&M said the price was not 
enough. Herman T. Stichman, trus- 
tee for the bankrupt line, said repro- 
duction costs for the railroad would be 
about $200 million and for the build- 
ings more than $35 million. He asked 
$50 million for the sale of both. And 
there the matter has stood for 10 
months while a political wrangle has 
gone on between New Jersey and New 
York: 

The Trade Center 

The New York State Legislature 
enacted a measure to authorize the 
Hudson Tubes purchase by the Port 
Authority, but there was a hooker in 
it which made New Jersey balk. New 
York coupled the Hudson Tubes pur- 
chase authorization with a require- 
ment that the Port Authority also 
build a $355 million World Trade Cen- 
ter in downtown Manhattan. 

New Jersey legislators and officials 
felt their State would realize limited 
benefits from such a trade center, to 
begin with. Also, the Port Authority 
has not been particularly popular in 
New Jersey. This is largely due to 
its proposal that a huge jet airport 
be built in Morris County, a proposal 
supported by some such as Governor 
Meyner and various labor leaders but 
condemned by a big majority of the 
residents of the Morris County area 
and by most members of the State 
Legislature. 

But the Port Authority has been 
criticized also in recent years for 
moving into activities which its critics 
say should be left to private enter- 
prise, such as plant leasing. They 
claim the World Trade Center would 
be another step in this direction with 
the Port Authority leasing offices and 
other business facilities. 


Also, New Jersey wants the Port 
Authority to take over the entire Hud- 
son & Manhattan Railroad, not just 
the main line running between down- 
town New York and Newark. There 
is an uptown branch with service from 
33rd Street and Sixth Avenue in New 
York, and on the New Jersey side, 
there is a branch connecting with 
Hoboken and the Erie-Lackawanna 
terminal there. 

The matter of protection for its 
bondholders for a long time caused 
the Port Authority to shy away from 
entering the losing business of mass 
transit. But New York and New Jer- 
sey are agreed that the Port Authority 
losses on transit in any year may not 
exceed 1 per cent of its outstanding 
debt or 1 per cent of its equity, which- 
ever is greater. Anything above that 
would be met by the two States. 

On this past June 30, the Port Au- 
thority’s funded debt amounted to 
$672.0 million and its equity and re- 
serves to $588.9 million. Thus, the 
Port Authority could lose up to $6.7 
million on the Hudson Tubes. Mr. 
Palmer has estimated the deficit at $3 
million to $4 million a year after the 
Hudson Tubes get all the new pas- 
sengers shunted to them in New Jer- 
sey’s transit program. 

The betting around Trenton is that 
if New York and the Port Authority 
agree that the Port Authority is to 
take over the entire H&M, New Jersey 
will consent to the World Trade Cen- 
ter. 

That will solve the problem of who 
runs and who pays for the running of 
the Hudson Tubes, the fulerum on 
which all of Dwight Palmer’s other 
plans for alleviating New Jersey’s 
transit crisis hinge. 

But it by no means solves all the 
problems. To carry out the rest of 
the program—rerouting Jersey Cen- 
tral trains, buying new equipment for 
all New Jersey’s commuter railroads, 
providing parking space, fixing up 
stations, etc.—will cost millions of 
dollars more. 

New Jersey voters rejected the pro- 
posal to tap New Jersey Turnpike 
surpluses to pay for this. Where, 
then, will the money come from? 


In seeking an answer, Governor 
Meyner’s administration came up with 
New Jersey’s first income tax. For 
New Jerseyans it is one of the most 


‘painless income taxes ever devised, 


but whether it can be made to work 
is another question. 

The tax applies only to the 165,000 
New Jerseyans working in New York 
State and the 60,000 New Yorkers who 
work in New Jersey. The tax is based 
on the same rates and rules which 
apply in New York State and under 
which these workers now pay income 
tax to New York State. 

Thus, New York continues to col- 
lect withholding taxes—about $50 mil- 
lion a year—from New Jerseyans 
working within its borders and they 
continue to file returns at Albany, 
but they will assign any such tax to 
New Jersey. Albany is supposed to 
forward the money to Trenton in pay- 
ment of the New Jersey income tax. 

As for New Yorkers’ working 
in New Jersey, Trenton now is hav- 
ing taxes withheld from their pay and 
they must file returns at Trenton. 
New Jersey in turn will forward that 
tax money—estimated between $10 
million and $17 million a year—to Al- 
bany in payment of their New York 
State tax. 

Under such an arrangement, New 
Jersey stands to have, at the least, 


‘the new tax money estimated between 


$10 and $17 million which it now is 
collecting from New Yorkers or, at 
the most, the $50 million which New 
York continues to collect from New 
Jerseyans. And all of the money is 


® 


earmarked for transit, a use from 
which New York State will benefit. 

The Commuters’ Tax has not yet 
been challenged in court but New Jer- 
sey expects it will be. Trenton offi- 
cials are confident it will hold up, 
however. 

While the States wrangle over the 
Trade Center and the Commuters’ 
Tax, the transit situation worsens and 
rail officials become impatient. The 
Jersey Central, as noted, has threat- 
ened not to sign a new contract with 
the State of New Jersey next year 
and the Hudson & Manhattan Rail- 
road also has gone ahead and raised 
its fares by a nickel. 

Mr. Stichman, trustee for the H&M, 
in announcing the fare boost, once 
again cited his line’s $500,000-a-year 
deficit and decried the fact it was not 
cut in on New Jersey’s contract aid 
program. The State claims the line 
is largely interstate and should be 
the Port Authority’s problem. 

Like Dwight Palmer, Herman Stich- 
man is impatient with further studies 
and feels the time for action is long 
past. 

The States seem content continuous- 
ly to survey and resurvey the com- 
muter problem,” he says, “with a tri- 
State survey, the latest authorized, to 
be completed in 1963. Meanwhile, 
railroads and commuter service coi 
lapse, fares are increased, and com- 
muters suffer. 

“If this is to be permitted to con- 
tinue until 1963 there will be little 
rail commutation left but there will 
be insurmountable traffic congestion.” 


R ayy 
He ABUL NG 


, 


NJDOT RESEARC LIBRARY 


AN 


3 4310 0000 


SSS 
—=> 


